In trough year 1993 it was $28,403. By trough year 2004 it had grown to $31,149 as the returns to growth were increasingly captured by working households.
The striking gaps between the incomes of Americans living in working and non-working households are not surprising or even necessarily disturbing until one realizes that non-working households are disproportionately made up of vulnerable groups in the population-e.g., single mothers and people with disabilities-who have historically been the targets of benefits which severely restrict work. 5 For single mothers, federal funds have primarily come via Aid for Dependent Children (AFDC) and, since 1996, via Temporary Aid to Dependent Families (TANF). For working age men and women with disabilities they have come primarily via Social Security Disability Insurance (SSDI) and Supplemental Security Income (SSI). In the 1990s, public policies toward single mothers shifted based on the expectation that they should, could and would work, if given the proper incentives. As a result, ADFC/TANF funds to single mothers who did not work fell along with their caseloads. In contrast, and despite goals to the contrary, public policies toward working age people with disabilities continued to be based on the expectation that they could not and thus would not work, even if given incentives to do so. As a result, SSDI/SSI funding increased along with caseloads.
Using CPS data we follow the economic well-being and employment of single mothers and working age men and women with disabilities over the past two major United States business cycles (1982-1993 and 1993-2004) and show that despite the dramatic fall in AFDC/TANF funding, single mothers' economic well-being, labor earnings and employment have risen dramatically. In contrast, despite the dramatic increase in SSDI/SSI funding, the economic well-being of working age men and women with disabilities remained stagnant, as their labor earnings and employment plummeted.
Hence we conclude that while current disability policies have succeeded in expanding the safety net for men and women with disabilities who cannot work, it has also sent anti-work signals to those men and women who with more appropriate policy could and would work. The result is a failure of policy to recognize the substantial heterogeneity within the working age population with disabilities with respect to their capacity to work.
Changes in Economic Well-Being among Working Age Adults
Before discussing trends in the economic well-being of working age single mothers and men and women with disabilities it is useful to first see how the economic well-being of working age people more generally has changed and the extent to which these changes are tied to work. The middle line in the figure shows that the household size-adjusted income of the median working age person is directly linked to fluctuations in the general economy. As the economy expands and contracts the income of the median working age person rises and falls. Consequently, median income among working age people is highest in the business cycle peak years of 1979, 1989, and 2000 and lowest in the trough years of 1982, 1993, and 2004 . Overall though, the progress made during economic expansions has outweighed the ground lost during contractions and the median income of working age people has risen significantly over time. Breaking up the working age population into those living in working and non-working households confirms the patterns implied in Table 1 . For the 94 percent of working age individuals living in working households, their median income is higher and even more responsive to changes in the general economy. Overall, however, the patterns for working age individuals in working households look quite similar to the working age population as a whole.
For working age people living in non-working households, the picture is quite different. First, and most importantly, their median income is dramatically lower than working age people living in working households. Second, their incomes are less responsive to business cycle fluctuations. Thus while there is little loss of income during economic downturns there also are minimal gains during expansions. As seen in the figure, after declining slightly in the 1980s recession, median income barely recovered over the next decade, so that the gap between their median income and that of working age persons living in working households increased. Over the 1990s business cycle median income of individuals in non-working households rose somewhat but not enough to catch up to the income growth experienced among working households during that period. Hence, as shown in Table 1 , the economic divide between those of working age living in working and non-working households increased substantially over the last two business cycles.
Although the medians are compelling, they are just one part of a distribution of income that is important for evaluating population economic well-being. Kernel density estimation is a way to show more broadly how the entire working age population fares across business cycles. It is very similar to a traditional histogram except that in showing the distribution, the bin sizes-in this case household sizeadjusted income levels-are infinitely small and the population contained within each income bin is adjusted proportionately to the total population so that they sum to 1.0. Hence for each level of income
we can show what share of the population has that income. This is quite convenient since it allows us to compare distributions of people by income level over time.
In Figure 2 , using kernel density estimation techniques, we distribute the entire population of working age people across household size-adjusted real income levels for the years 1982, 1993, and 2004 , the trough years of the last two major business cycles (1982-1993 and 1993-2004) . The figure confirms the well-known fact that income inequality increased between 1982 and 1993; this is captured by the greater spread in the density plot across income values in 1993 than in 1982. As others have noted, the greater spread in 1993 owed to the fact that far fewer people were in the middle of the distribution in 1993 than in 1982. This can be seen from the fact that the area under the 1982 curve is fatter than the area under the 1993 curve in the middle range of incomes. Importantly though, the figure also shows that the vast majority of the lost middle moved up the income distribution (becoming richer), rather than down (becoming poorer); the right (richer) tail of the distribution in 1993 is much fatter than it was in 1982 past the intersection point, while the left (poorer) tail of the distribution is only slightly larger up to the point of intersection. Overall, a larger fraction of the lost middle moved right (became richer) than moved left (became poorer). Holding other things constant, a society that is more equal is better than one that is less equal; at least in the 1980s the vast majority of working age people became unequally richer rather than the rich getting richer at the expense of the poor.
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In the kernel density plots we include several lines to demarcate key income thresholds. The first is the U.S. poverty line. Each year the U.S. Office of Management and Budget determines a poverty line for those living in families of different sizes. The first perpendicular line in Figure 2 is set at the poverty income level in 2006 dollars. 8 However because we use the household rather than the family as our sharing unit and we use 0.5 to adjust for household size and not the values implicit in the official poverty scale, our poverty rates will not exactly match the ones reported using official OMB methods. Nonetheless they are qualitatively similar in levels and especially trends. Hence the distribution to the left of this line is officially considered to be in poverty. Among working age people, the poverty rate fell between 1982 and 1993. compared to a person at the same given point in the income distribution in those earlier years. While income inequality rose slightly, it was only because the population got richer somewhat unequally.
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And once again poverty rates fell. As can be seen in Figure 2 , the medians are also moving further from the official poverty line which is increased each year only by changes in inflation and does not reflect real growth in the economy. So while the share of working age people in poverty declined between 1982 and 2004, those in poverty in 2004 are farther apart from the median person than was the case in
1982.
While Figure 2 shows that the real income of working age people in the United States improved not only when measured at the median but also across the distribution, Figure 1 shows that there was a large and growing gap between those who lived in working households and those who did not among this population. While the economic well-being of working age people who live in nonworking household has risen slightly over the last two business cycles, the gap in their economic wellbeing compared to working age persons who live in working households has grown substantially. The strong correlation between work and economic well-being that we have shown raises concerns about how vulnerable populations like single mothers and people with disabilities have fared over this period.
Transfer Programs Growth
Before discussing changes in the economic well-being of single mothers and people with disabilities it is important to review the changes in public policies targeted towards them. Table 2 provides the caseloads and program costs for the four major cash transfer programs available to prime working age (aged 25-59) Americans. Together these four programs provide the bulk of cash benefits to those of working age who do not work. We show values for 1982, 1993, and 2004 . As before, we choose these three years because they approximate the trough years of the last two American business cycles (1982-1993 and 1993-2004) and hence best control for fluctuations in program costs that are related to business cycles. Table 2 . Less than a decade after the 1996 reform of welfare, and in the trough of the 1990s business cycle, TANF caseloads were significantly lower than their 1993 levels. They were below UI caseload levels and well below SSDI and SSI caseloads levels. In contrast, both SSDI and SSI caseloads were substantially larger than they had been in 1993. Program costs followed caseload patterns; SSDI was by far the most expensive, followed by UI, SSI and then TANF.
The effect of policy on the AFDC/TANF caseload and cost changes found in Table 2 criteria used for SSI-disabled adults to also be used for SSI-disabled children. This led to rapid program growth until 1996 when as part of welfare reform the eligibility criteria for SSI-disabled children was decoupled from the one used for SSI-disabled adults and tightened.
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The differential trends in caseloads and program costs for the vulnerable populations of single mothers and people with disabilities underscore the effects that program design and incentives have on employment and benefit receipt. In what follows, we show that these choices also led to substantial differences in economic well-being, with single mothers doing far better than working age people with disabilities. Table 1 showed a growing gap in economic well-being between working age people living in working and non-working households. Table 2 showed a waning role for benefits among single mothers and the growing role of benefits for men and women with disabilities. In what follows, we
Changes in Economic Well-being among Single Mothers and Men and Women with Disabilities
show how these two trends have played out in the outcomes for these vulnerable groups.
Specifically, we examine changes in median household size-adjusted income and employment for never married single mothers and men and women with disabilities. We choose never married single mothers because they represent a very vulnerable group that has been disproportionately represented, relative to their population proportion, in the AFDC/TANF caseloads. 16 Moreover, consistent with their lower earnings, they generally are thought to have had lower educational attainment, fewer skills, and less work experience than both the average working age person and other single mothers. As such, they are the most difficult among single mothers to integrate back into the labor market. 17 We compare their pre-and post-welfare reform economic well-being to that of working age men and women with disabilities.
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We begin by repeating the analysis of median household size-adjusted income reported in Table 1 for all working age people who live in working and non-working households over the trough years of the 1982-1993 and 1993-2004 business cycles and then report those same median values for working age single mothers, men with disabilities and women with disabilities living in working and non-working households (Table 3) . We find the same economic divide that exists in the general working age population between those living in working households and those living in non-working households is also present within the populations of single mothers and men and women with disabilities. In fact, working age single mothers and men and women with disabilities who live in working households have median incomes that are closer to each other and to working age people in general who live in working households than to those in any of the non-working household populations. As with the total working age population, the gaps in income between the working and non-working households have been rising over time across all three vulnerable groups. In other words, single mothers and disabled men and women living in non-working households are falling further and further behind their respective counterparts in working households.
Looking at the experiences of each group separately reveals a few notable differences. Starting This somewhat encouraging picture of men and women with disabilities masks a much more ominous trend. Unlike the working age population in general who over this period had no change in their shares living in working and non-working households, there were substantial changes in the shares of single mothers and men and women with disabilities who lived in non-working households.
As can also be seen in Table 3 , the share of single mother who live in working households increased substantially over this period-from 77.9 percent in 1982 to 80.8 percent and then to 88.8 percent in
2004 after welfare reform. In contrast, the share of men and women with disabilities who lived in working household fell over the same period.
These different trends suggest that the major change in the economic well-being of working age single mothers and men and women with disabilities is as related to changes in the percentage of each population actively participating in the labor market as it is to changes in median income for each group. The welfare reform of 1996 greatly increased the likelihood that a single mother would be found among the much better off population of working households in 2004. As we will see below, this accounts for the dramatic improvements among all single mothers between 1993-2004, despite the fact that the median income of single mothers living in non-working households fell between 1993 and 2004. The opposite occurred for working age men and women with disabilities. While the median income of those who lived in non-working household increases somewhat in the 1990s, the chance that a man or woman with disabilities would be in this much worse off group grew and hence accounts for the stagnation of their overall economic well-being over the past two business cycles.
Figure 5 plots trends in the household size-adjusted median income for each of these groups relative to the entire working age population and those living in working and non-working households.
The figure provides a first look at how trends in the economic well-being of single mothers and working age men and women compare to the median income of working and non-working households that we first saw in Figure 1 . Not surprisingly the median incomes of all three of these vulnerable populations lie between the median incomes of the general population of working age persons living in working and non-working households. This reflects the fact that while all three vulnerable populations are more likely to live in a non-working household than the rest of the population, many single mothers and men and women with disabilities live in working households. In 1982, the real income of the median working age man with disabilities was $18,594, about half way between the median income of those living and not living in a working household and well below $30,302, the median of all working age people. The median income of women with disabilities in 1982 was $16,852, somewhat below that of men with disabilities. The median income of single mothers was even lower at $14,185, which is closer to that of the median of those in non-working households.
The median income of both men and women with disabilities was flat over the 1980s business cycle, falling slightly to $18,065 and $16,517 respectively by 1993 before they both rose somewhat To get a better sense of the income changes experienced by each of these subgroups over time, reported by the perpendicular lines) and this was the case at every point in the distribution. But they were better off to a much smaller degree than was the case for either the working age population in general or single mothers, so they lost ground in relative terms. Nonetheless the bulge in their distributions moved substantially to the right and for men with disabilities was now to the right of the poverty line and for women it was closer to the poverty line than in previous years.
In the next section, we show that the rightward shift in incomes for single mothers and people with disabilities over the last decade was accounted for by very different sources of income, with single mothers increasing their labor earnings and people with disabilities increasing their benefit receipts.
Sources of Income of Single Mothers and Working Age Men and Women with Disabilities
A key question that these figures raise is what accounts for the dramatic increase in the household income of single mothers and the relative stagnation of incomes for people with disabilities.
We find that the change in the economic well-being of single mothers coincides with the shift away from benefits and towards labor earnings as components of their household income. For people with disabilities, the opposite occurred, benefit receipts increased and labor market activity decreased. We show that these differences in the labor market activity of single mothers and men and women with disabilities are a key component of their differential trends in household income over the last decade.
The greatest gains in median income for single mothers came between 1996 and 2000 when their increases in median income rivaled those of working households while the median income of working age men and women with disabilities were flat like those of non-working households. As we have seen in Table 3 19 Employment is defined as having worked at least 200 hours in the previous year.
It is the rise in the employment of single mothers that accounts for the rise in their economic well-being despite the dramatic decrease in AFDC/TANF caseloads and expenditures over this period shown in Table 2 . It is the decline in the employment of men and women with disabilities that accounts for the stagnation in their economic well-being over this period despite the dramatic increase in SSDI/SSI caseloads and expenditures over this period. This is confirmed in Table 4 which, for each of the trough years (1982, 1993, and 2004) , For working age men with disabilities their own labor earnings contribution to household income fell from 30 to 22 to 19 percent while the contribution of their public assistance fell from 7 to 6 to 5 percent but this was offset by the rise in their SSDI/SSI contribution from 7.8 to 9.7 to12.1 percent.
The other noticeable change was an increase in others' labor earnings from 34 to 38 to 41 percent. For working age women with disabilities their contribution to household income rose from 11 to 15 percent before falling to 13 percent. Their public transfers fell from 6.3 to 5.0 percent to 2.9 percent. But their SSDI/SSI transfers increased from 5.6 to 8.0 to 10.7 over the period.
Discussion
The vast majority of Americans of working age rely on labor earnings to support their households. Those who live in working households do far better than those who live in non-working households. Historically, a sizeable fraction of those living in non-working households have come from vulnerable groups to whom the government has directed cash transfers in lieu of work. Over time the economic well-being of working age persons living in non-working households dependent on these cash transfers has fallen behind, since they have not been able to take advantage of the nation's economic growth.
This falling behind and staying behind situation changed for single mothers in 1996 with the passage of welfare reform. Whether measured by prevalence or by share in total household income, the story is the same for single mothers. A rise in their employment and the shift in the portion of household income coming from their own labor earnings, especially after 1996, has led to a substantial increase in their median income, despite the dramatic decline in the share of their household income provided by public assistance and SSDI/SSI.
In sharp contrast, whether measured by prevalence or by share in total household income, the story for both working age men and women with disabilities is that the rise in the share of SSDI/SSI in their household income has been offset by the decline in their own employment and labor earnings, especially over the 1990s. Together, these trends have led to very little change in median income for men and women with disabilities. Importantly, the stagnation in median incomes for those with disabilities was not the result of labor earnings for those who work falling or the SSDI/SSI benefits of those who don't work declining, but rather because the share of workers in this population has fallen.
It is unlikely that this decline in work is the result of an increase in the severity of the disabilities of working age men and women with disabilities over the last two business cycles. 20 It is far more likely that growth in SSDI and SSI caseloads and expenditures is the result of changes in those programs that have made entry easier. Whether or not these changes were warranted given the mission of these programs remains controversial. What is not controversial is the finding that the economic 20 There is a growing literature exploring the behavioral effects of public policies on the employment and economic well-being of working age men and women with disabilities. For a review of this literature, see: Bound and Burkhauser (1999) and Stapleton and Burkhauser (2003) . well-being of working age men and women with disabilities has stagnated over this time period as they as a whole have become more dependent on cash transfer programs and less tied to the labor market.
We conclude that disability policies over the last two business cycles have succeeded in expanding the safety net for men and women with disabilities who cannot work, but this expansion has come at the expense of sending anti-work signals to those men and women with disabilities who with more appropriate policies could and would work. The result is a failure of policy to recognize the substantial heterogeneity within the working age population with disabilities with respect to their capacity to work. We suggest that the enormous success of the broad set of policy changes implemented for single mothers in the 1990s under the umbrella of welfare reform and based on the proposition that single mother could and would work, given the appropriate incentives, should give pause to those who contend that working age men and women with disabilities cannot and would not work with a more pro-work set of policy incentives.
Data Appendix

CPS sample definitions
The sample we use includes all individuals in the March CPS data who do not have a household member in the military and who are not residing in group quarters. Working age individuals refer to all individuals between the ages of 25 and 59 inclusive. The working age population is often defined as persons aged 18 to 64 in published statistics. We use a narrower definition because of the large number of persons aged 18 to 24 whose primary activity is education and the large number of persons aged 60 to 64 who are retired. The "All Individuals" sample is restricted to individuals over the age of 15 whenever disability status is a variable of interest as the work limitations question is not asked of individuals under 15 years of age. Unless otherwise indicated, the sample used in all tables and figures is the working age sample.
In most cases, households in the CPS contain one family. For households that contain multiple families related by blood or marriage, we treat sub-families as separate families for the identification of family structure. Single mothers are defined as women who have never been married and who are subfamily heads who live with own never married child(ren) under 18. This accounts for important changes in living arrangements such as the rise in multi-generational families living in the same household, such as single mothers living with their own parents.
As noted by London (1998), prior to 1984 the CPS surveys did not properly account for the household relationships of children living in multi-generational households, producing an undercount of the number of single mothers due to misidentification of those who live with their parents. To reduce the impact of undercounting this key family type in the early portion of our sample, we applied London's correction to the pre-1984 data. If there is a child in the household classified as "other relative of head" and a woman that meets London's criteria (fifteen years older than the child and unmarried), then the woman will also be considered a single mother.
An individual is considered disabled if he/she has "a health problem or a disability which prevents work or which limits the kind or amount of work" he/she can do. While the use of a work limitation variable to capture the working age population with disabilities is controversial, the CPS is the only dataset that provides a consistent set of questions that allows long-term evaluations of this population. Hence it has been widely uaws in the economics literature to determine the employment and economic well-being of working age people with disabilities. See for example : The vulnerable populations compared in this paper are: never married single mothers, men with disabilities, and women with disabilities. Disabled single mothers are double counted, being included in both the single mothers and the women with disabilities groups. Table A1 shows that disabled single mothers only make up a very small proportion of the working age population and their number has grown steadily with no sudden jump around 1996. In addition, the percentage of single mothers who are disabled has remained fairly stable over time.
CPS household income measures, household size adjustment
Household income is the sum of income for each household member age 15 and older in the household unit. Negative household income values are recorded as $1.
It should be noted that income statistics in the CPS refer to receipts during the preceding calendar year, while demographic characteristics, such as age and family or household composition, and work limitation status, are as of the survey date. Therefore, those who just became disabled during the survey year may be reporting their current disability status while reporting income for the previous year when they were not work limited, potentially biasing our measure of the income for the disabled upwards.
The income of the family/household does not include amounts received by people who were members during all or part of the income year if these people no longer resided in the family/household at the time of interview. However, the CPS collects income data for people who are current residents but did not reside in the household during the income year.
All income values are calculated using the extended cell-mean series to adjust for topcoding. This series extends the Census provided cell means back to 1975. See Larrimore, Burkhauser, Feng, Zayatz (2008) for details on the series. Income is adjusted for inflation using an Urban Consumer Price Index (CPI-U) estimated by the BLS. Unless otherwise indicated, all incomes reported are pre-tax, posttransfer income adjusted for household size and adjusted for inflation to 2006 dollars.
To determine size-adjusted household income of each individual in the household, the total household income is divided by the square root of the number of household members. This is a standard way of controlling for differences in household size in the economic well-being literature. It assumes that the income needed to achieve a level of economic well-being is lower for those who live in the same household than it is to live in separate households. That is, by sharing housing and other resources, less income is needed to achieve a certain level of economic well-being. See Burkhauser, Smeeding, and Merz (1996) for a discussion of the sensitivity of measures of economic well-being to changes in this measure of returns to scale.
An individual is considered to be living in a working household if the total number of hours worked by all members of the household in the previous year exceeds 200 hours.
Sources of income
Labor earnings include wages and salary, self-employment, and farm income. An individual is considered to have "own labor income" if he/she has positive labor earnings. An individual is considered to have "others' labor income" if any other household member has positive labor earnings.
SSDI/SSI income is the sum of all Social Security benefits and Supplemental Security Income. It does not include other disability income that individuals may receive, which is reported as its own category after 1987. An individual has own SSDI/SSI income if the individual has positive Social Security and/or Supplemental Security Income. Because we are looking at working age persons aged 25-59, we assume that all the Social Security income they receive is from SSDI. However, this will overstate SSDI income to the degree they are receiving widows' or mothers' benefits.
Own Public Assistance income only includes income specifically reported as public assistance and welfare. It does not include items such as unemployment income or workers compensation income. An individual is considered to have own Public Assistance income if he/she has positive Public Assistance income.
An individual has positive "all other income" if his/her household receives income from sources other than labor income, own SSDI/SSI, or own Public Assistance. In other words, an individual will be reported as receiving other income if his/her household receives income from other household members' Public Assistance and/or SSDI/SSI, or if the household receives income from any other nonlabor income sources regardless of who in the household received that income.
Employment and economic well-being measures
An individual is considered employed if he/she has worked at least 200 hours during the previous year. The employment rate is the percentage of individuals who were employed. An individual is defined as working full-time, full-year (FTFY) if he worked at least 35 hours per week and at least 50 weeks in the previous year.
The Census Bureau calculates the poverty rate based on family income rather than household income. The poverty threshold is derived from family income and family composition (size, number of children, and number of elderly family members). The poverty threshold for single person families under 65 in 2006 dollars is $10488.
The kernel density graphs are generated using the kdensity command in Stata. The default options are used: the default kernel is the Epanechnikov kernel; the default bandwidth is the optimal width that would minimize the mean integrated squared error if the data were Gaussian and a Gaussian kernel was used.
Measuring program caseloads
UI caseloads data are obtained from Handbook 394 of the US Department of Labor Employment and Training Administration and are defined as the weekly average number of insured unemployed.
SSDI caseloads data on disabled workers are obtained from the Social Security Administration's Office of the Chief Actuary. The numbers are based on the number of beneficiaries on the program on December 31 of the report year. By definition, a disabled-worker beneficiary worked in covered employment long enough to be insured and had been working recently in covered employment prior to disability onset. They are all under the full retirement age (FRA), as they are automatically transferred to the retirement program when they reach FRA.
SSI caseloads data are obtained from (Table 14) . Data on state supplementation is available by eligibility category (aged, disabled, and blind), but not by age group. The disabled and blind categories include beneficiaries over the age of 65 who are blind or disabled, so the total state payments to the disabled and blind are an overestimate of the combined total state payments to SSI-disabled adults and SSI-disabled children.
Lacking data on state payments by age group, state supplementation for the disabled under 65 (i.e. SSIdisabled children and SSI-disabled adults combined) can be estimated by multiplying the total amount of state payments by the proportion of disabled recipients of federally administered payments who are under the age of 65. This estimation is based on the following assumptions: (1) the proportion of disabled recipients under the age of 65 is the same for recipients of federally administered payments and recipients of state payments; and (2) the state payments for the disabled under the age of 65 is the same as or very similar to the payments for the disabled over 65. As it is unclear whether these assumptions are satisfied, this paper reports the actual state payments to the disabled and blind instead of the estimated payments to those under the age of 65. 
